Abstract This paper has two purposes. The first is to suggest the new and simple method to derive a regional input-output model from the national input-output table published by the Bank of Korea. The interregional input-output table has not been devised in spite of its potential use while the national table has been made every five years with the revised version during each five years. Second, this paper aims to derive Kangwon interregional input-output model from the national model using the regional supply proportion of industry and to analyze the effect of medical tourism industry on the regional economy of Kangwon Province. The paper measures, in particular, the effect of medical tourism industry on the financial self-sufficiency of Kangwon Province using the estimated output elasticity of tax revenue with the autoregressive distributed lag scheme ADL(1,1) in which the dependent variable and the single explanatory variable are each lagged once.
Introduction 1]
Over the last quarter century Kangwon Province in Korea has recorded relatively low economic growth and thus has suffered from low financial self-sufficiency. Recently as a leading and strategic industry, Kangwon Province has chosen medical tourism sector which has grown rapidly over the last two decades and has fostered the local medical tourism industry with large financial support.
Kangwon Province needs to make an effort to create more demand of medical tourism by developing a variety of medical tourism commodities 1 
where    is also a 19×19 diagonal matrix whose elements,    indicate the output of th industry in the  region. In the input-output model industrial output is composed of two parts. That is, the th industry output produced in the region  can be divided into two parts: 
assumed to be imported into region  from region  . The imports of good  into  is defined as
Using Eq. (6) 
to be exported from region  to region  . The exports of the product of each sector  from  is defined as
Using Eq. (9) we can derive the industrial export in region  whose actual data are shown in <Table 1>. The equation (9) can be written in matrix form 
where   is presumed to be white noise. In the 
